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Polity: Presidential-parliamentary democracy 
Economy: Capitalist-statist 

Population: 49,100,000 

GNI per capita at PPP $ (2000): 3,700 

Capital: Kiev 

Ethnic Groups: Ukrainian (73 percent), 

Russian (22 percent), other (5 percent) 

Size of private sector as % of GDP (mid-2001): 60 


The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report are those 
of the author. 


VW and # indicate score changes of .25 or more. v and ^ 
indicate changes of less than .25. 


NATIONS IN TRANSIT SCORES 


1997 1998 1999-2000 2001 2002 

Democratization 4.00 vy 4.95 v 4.31 v4.44 VW 4.69 

Rule of Law na na 5.95 5.95 v 5.38 

Economic Liberalization 4.95 WV 4.75 24.58 44.33 V 4.49 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita ($) 720.1 872.2 992.9 834.8 635.6 634.1 781.3 
Real GDP growth (% change) -12.9 -10.0 -3.0 -1.9 -0.2 5.8 70 
Inflation rate 377.0 80.0 15.9 10.5 29.7 28.2 125 
Exports ($ millions) 14,244.0 15,547.0 15,418.0 13,699.0 12,463.0 15,722.0 16,879.0 
Imports ($ millions) 16,946.0 19,843.0 19,623.0 16,283.0 12,945.0 14,943.0 16,237.0 
Foreign Direct Investment ($ millions) 263.0 531.0 581.0 744.0 479.0 587.0 795.0 
Unemployment rate 0.3 13 2.3) Se 4.3 49 3.7 
Life Expectancy (years) 67.1 67.3 67.3 68.2 68.2 68.3 68.0 


INTRODUCTION 


ore than a decade has passed since Ukraine be- 

came an independent republic. Since then, the 

country has established the basic framework of a 
presidential-parliamentary democracy and made important 
progress in implementing it. Among the country’s achieve- 
ments in this regard are the introduction of a system of 
democratic elections, the adoption of a democratic consti- 
tution, and the liberalization of a large portion of the 
country’s former command economy. 

Nevertheless, considerable work remains to be done 
to consolidate the institutions of a stable, democratic so- 
ciety in which basic human, political, and economic rights 
are fully respected and vigorously safeguarded. As a 2001 
report by the European Commission noted, “Some solid 
foundation are in place [in Ukraine], including political 
stability, peaceful and constructive foreign policies, and 
a democratic constitution. However, the freedom of the 
press and the independence of the judicial system remain 
weak and curtailed by competing political elite interests.” 

For the most part, Ukrainian voters can change their 
government democratically through elections to the presi- 
dency and the Verkhovna Rada (Parliament). However, 
international institutions such as the OSCE often char- 
acterize Ukrainian elections as free but not necessarily 
fair. That is, although elections are frequently marred by 
irregularities such as intimidation of independent media, 
harassment of candidates and their supporters, and ille- 
gal campaigning by state officials, they are still consid- 
ered to reflect the general will of the electorate. 

This basic characterization generally held true for na- 
tional elections in 1994, 1998, and 1999. Although the 
1999 presidential election was particularly flawed, inter- 
national observers essentially looked the other way be- 
cause incumbent President Leonid Kuchma soundly 
defeated Communist Party leader Petro Symonenko and 
proclaimed his desire to be a “new president” who would 
accelerate reforms. However, during 1999 and 2000 the 
presidential administration restricted some civil liberties, 
first and foremost freedom of the press. In addition, al- 
though Kuchma received public support in 2000 in a 
national referendum on strengthening his powers, do- 
mestic and international observers reported numerous ir- 
regularities in the process. 

Over the last decade, Ukraine has produced a mixed 
record on respecting human rights. Although the Con- 
stitution provides guarantees for basic rights, the gov- 
ernment has come under international scrutiny at various 
times during the last ten years for failing to protect free- 
dom of expression, freedom of association, and other civil 
liberties—particularly during election seasons. In particu- 
lar, the recent “tapegate” crisis, which involved the dis- 
semination in 2000 of audio recordings that document 
President Kuchma’s alleged role in ordering the harass- 
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ment of the opposition and the kidnapping and murder 
of journalist Heorhiy Gongadze, continues to hurt 
Ukraine’s credibility. 

Despite these negative trends and sometimes persis- 
tent legal constraints, it is important to note that Ukraine 
has an increasingly vibrant civil society. As a report by the 
CIVICUS Index on Civil Society Project noted in 2001, 
“it is unreasonable to declare civil society in Ukraine as a 
strong and influential public actor ... [nevertheless] civil 
society has taken root ... and the basic foundations for a 
positive development of civil society exist in Ukraine, if 
the existing potential of civic activism of Ukrainians is uti- 
lized through raising citizen’s awareness about the impor- 
tance and functions of civil society.” Indeed, Ukrainian 
society shows increasing signs of taking on a greater role 
in the country’s political life. During the period covered 
by this report, for example, several opposition parties 
united in a broad Forum of National Salvation and held a 
number of public protests under the slogan “Ukraine With- 
out Kuchma.” Thousands of supporters of Prime Minister 
Viktor Yushchenko, whom Parliament ousted in a no-con- 
fidence vote, also organized rallies to protest the decision 
and renewed calls for President Kuchma’s impeachment 
in connection with the Gongadze case. 

Although the Gongadze case and others remain un- 
resolved, Ukraine still has a growing array of indepen- 
dent media. In 2001, the government began exercising 
less control over the media’s coverage of political affairs. 
In addition, under a new criminal law that took effect in 
2001, libel no longer carries criminal charges. 

Throughout most of the 1990s, Ukraine was slow to 
implement economic reforms and the country’s economic 
performance suffered as a result. However, since 2000 
favorable external market conditions and the policies of 
Prime Ministers Viktor Yushchenko and Anatoliy Kinakh 
have resulted in positive changes. In particular, the coun- 
try has posted positive economic growth since 2000, af- 
ter years of negative decline. Even though Yushchenko 
was dismissed in 2001 by Communists in Parliament who 
opposed his reformist economic agenda and centrist par- 
ties whose oligarchical backers were threatened by his 
steps towards transparency, Anatoliy Kinakh has tried to 
carry out his predecessor’s economic reform program. 
In addition, in the summer and fall of 2001, Parliament 
adopted important economic and judicial reform legisla- 
tion. The continued success of these reform efforts will 
largely depend on the president and the results of the 
parliamentary elections in March 2002. 


402 = UKRAINE 


DEMOCRATIZATION 


Political Process 


1997 1998 1999-2000 2001 2002 
3.25 3.50 3.50 4.00 4.50 


Although Ukraine has been experiencing a gradual 
strengthening of Parliament and the opposition, the presi- 
dent remains the key figure in decision making and policy 
making. This is true because the president’s constitutional 
powers allow him to exercise both formal and informal 
influence over key political actors. The former includes 
the power to dismiss government members and veto par- 
liamentary legislation. The latter includes the ability to 
regulate the amount of influence over the political deci- 
sion making process that various economic and political 
groups enjoy. Specifically, President Kuchma can prevent 
any group from acquiring too much influence by dismiss- 
ing its representatives from positions that allow access to 
him. The unusual dynamic between Parliament and the 
President manifested itself in myriad ways in 200 1—a year 
that in many respects was particularly trying for Ukrai- 
nian politics. 

The disappearance and apparent killing of journalist 
Heorhiy Gongadze in September 2000 set the tone for 
the months that followed. First, these events ominously 
suggested that some Ukrainian politicians are prepared 
to use brutal means to prevent undesired criticism. In 
addition, the slow pace of the government’s investiga- 
tion into the case suggested its commitment to resolving 
such cases was less than genuine. Indeed, the investiga- 
tion into the Gongadze case went nowhere until former 
presidential security officer Mykola Melnychenko released 
allegedly secretly recorded tapes that could be interpreted 
as the president and members of his entourage discuss- 
ing Gongadze’s kidnapping and their plans for the un- 
lawful treatment of the opposition, judges, and members 
of the press. 

After the disclosure of the tapes by Socialist Party 
head Oleksandr Moroz in late November 2000, the op- 
position, ranging from the far right to the center left, 
united in a loose coalition called the Forum of National 
Salvation. The coalition organized a series of demonstra- 
tions that included the erection of tent camps in the main 
squares of major cities. 

In late January 2001, Kuchma dismissed Vice Prime 
Minister Yulia Tymoshenko, who had been involved in a 
series of clashes with Ukraine’s political and business es- 
tablishment after her business partner, former Premier 
Pavlo Lazarenko, was accused of corruption. After Prime 
Minister Yushchenko invited her into the government in 
December 1999, Tymoshenko designed a workable 
scheme to collect revenues from energy companies that 
provoked attacks from oligarchs who are close to the 
president. Tymoshenko then turned to opposition par- 


ties for protection. Having become an “opposition oli- 
garch,” she faced fresh pressure from the establishment. 
Although Tymoshenko was arrested on corruption 
charges in 2001, two separate courts ordered her release. 

On March 9, 2001, police suppressed an antigovern- 
ment rally, detained some protesters, and demolished the 
“camp cities” on the main streets of Kyiv and several oblast 
(regional) centers. The movement against Kuchma soon 
lost momentum and largely failed to consolidate the po- 
litical will of the regime’s opponents. On April 26, 2001, 
Parliament’s Communist faction and those parties close 
to major business tycoons united in opposition to 
Yushchenko. President Kuchma publicly opposed 
Parliament’s no-confidence vote, but there was specula- 
tion that he was involved. Yushchenko was soon replaced 
by presidential loyalist Anatoly Kinakh, and his dismissal 
reignited public outcry against the regime. The demon- 
strations between January and April 2001 sent the oli- 
garchs the message that they would increasingly face 
pressure for restraints on their influence and suggested 
that Ukraine’s opposition had indeed grown stronger. 

Following his dismissal, most observers of Ukraine 
expected Yushchenko to become the leader of the oppo- 
sition. However, it appears that he chose not to oppose 
the Kuchma administration directly because of the possi- 
bility that he would be subject to overwhelming pres- 
sure, including being denied access to the media. In the 
2002 parliamentary elections, his electoral bloc, Our 
Ukraine, will compete with the Social-Democrats (united) 
(SDPU (u)) bloc and the For the United Ukraine bloc, 
which are comprised of pro-Kuchma oligarchic forces. 

The most recent elections to Ukraine’s 450-seat, uni- 
cameral Parliament took place on March 29, 1998. The 
introduction of a proportional-majoritarian system in- 
creased the number of elected deputies who are affiliated 
with political parties. Parliament has 225 single-member 
districts and 225 seats filled by party lists in proportional 
balloting. Thirty parties and blocs qualified to partici- 
pate in the elections, but only eight met the 4-percent 
threshold to secure seats. More than 75 percent of the 
elected deputies were affiliated with parties. 

The 1998 elections were followed by approximately 
90 lawsuits challenging the actions of local election au- 
thorities who had denied many opposition candidates the 
right to hold indoor meetings. Government-controlled 
media were significantly biased. Arousing suspicions of 
foul play, the Central Electoral Commission counted the 
votes for party-list seats for three days and made correc- 
tions for a month. Nevertheless, international observers 
concluded that the violations had not affected the elec- 
tion results significantly. The next parliamentary elections 
are scheduled for March 31, 2002. The campaign offi- 
cially started on December 31, 2001. 

There are more than 15 parliamentary factions, with 
the actual number and composition changing frequently 
as business tycoons or high-ranking officials strive to cre- 


ate factions loyal to them. After the 1999 presidential 
election, many hoped that Ukraine would have a more struc- 
tured legislature. However, in January 2000 Parliament split 
into two rival groups that held separate sessions. Ultimately, 
the pro-presidential majority proved victorious, and 
Parliament’s left-wing leadership was forced out. In 2001, 
the majority succeeded in passing a number of long-awaited 
codes and laws, but the sackings of Yushchenko in April 
and Vice Speaker Viktor Medvedchuk in December resulted 
in the breakup of this somewhat reform-oriented majority. 

Political decision making in Ukraine is often conducted 
behind closed doors rather than through open political de- 
bate. Political forces are constantly realigning, and execu- 
tive branch reshuffles are frequent. Since 1994, Ukraine has 
had six prime ministers. 

Parliament can influence the government by rejecting 
a candidate for the post of prime minister, rejecting the 
government’s general strategy, or voting down the govern- 
ment in a no-confidence vote. Since parties had no signifi- 
cant say in the government’s formation, the 1998 
parliamentary elections did not result in any major cabinet 
changes. The Yushchenko government, which was formed 
in early 2000, enjoyed the support of a pro-Kuchma parlia- 
mentary majority, as does the current Kinakh government. 
Although most of the ruling parties are represented in the 
government, Ukrainian governments tend to be less politi- 
cal coalitions than “technocrat” panels because the presi- 
dent and his entourage choose the cabinet members. 

Political parties have even less influence at the local level. 
According to a survey by the East-West institute in Octo- 
ber 2001, parties tend to have only 5,000 to 10,000 sup- 
porters at the oblast (regional) level and often are not 
representated in government at the rayon (district) or local 
levels. After the 1998 elections, party members accounted 
for only 8 percent of local, rayon,and oblast deputies. How- 
ever, among the heads of rayon and oblast councils this fig- 
ure increased to 20 percent. On December 13, 2001, 
Parliament passed a bill on local elections that provides for 
a majoritarian electoral system for local and mayoral elec- 
tions and an equal mix of majoritarian and proportional 
voting for rayon and oblast elections. The overall effect of 
the law probably would have been to increase the role of 
parties. However, on January 5, 2002, President Kuchma 
vetoed it. 

The last presidential election took place in the fall of 
1999. By law, a presidential candidate must be at least 35 
years old, speak Ukrainian, and have lived in Ukraine for at 
least ten years. Candidates also must collect at least one 
million signatures from voters, including a minimum of 
30,000 signatures from at least 16 of Ukraine’s 24 oblasts 
as well as Crimea, Kyiv, and Sevastopol. Fifteen candidates 
delivered their signature lists ahead of the deadline, but the 
Central Electoral Commission certified only nine. After the 
other six candidates successfully appealed to the Supreme 
Court, the Central Electoral Commission was forced to reg- 
ister them. 
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In the first round of voting, President Kuchma received 
36.49 percent of the vote and Communist Party candidate 
Petro Symonenko took 22.24 percent. Among other can- 
didates, Oleksandr Moroz of the Socialist Party won 11.29 
percent; Natalia Vitrenko of the Progressive Socialist Party, 
10.97 percent; and independent Yevhen Marchuk, 8.13 
percent. Kuchma defeated Symonenko in the second round 
with 56.25 percent of the vote. 

Observers said the election was free but far from fair. 
According to the OSCE, public officials systematically cam- 
paigned for Kuchma and media were biased toward the presi- 
dent. Observers also recorded cases of voters casting multiple 
ballots. However, opinion polls suggested that these latter 
violations did not significantly affect the final outcome. 

Voter turnout in Ukraine at the national level declined 
from 84.9 percent in the 1991 presidential election and ref- 
erendum on independence to 63.8 percent in the 1998 par- 
liamentary elections, before rising somewhat to 70.2 percent 
and 74.9 percent in the first and second rounds, respectively, 
of the 1999 presidential election. According to exit polls con- 
ducted by the Kyiv International Institute of Sociology, par- 
ticipation by women in the first and second rounds of the 
1999 election was 50.6 percent and 51.2 percent, respec- 
tively. Women make up 54.9 percent of the electorate. 

Official voter participation was 81.2 percent in the April 
2000 referendum. However, this figure is not reliable be- 
cause of obvious electoral violations during the referendum 
process. The law on referenda is outdated, and 54 percent 
of the voting was conducted during a week-long period prior 
to the official polling date of April 16. Since recent local 
elections have coincided with parliamentary elections, voter 
turnout is the same for both types of balloting. However, in 
several mayoral elections in 1999 and 2000, turnout rarely 
exceeded 50 percent. 

Parliament adopted a new electoral law on October 18, 
2001. Though imperfect, the Law on Elections of People’s 
Deputies of Ukraine was a considerable step toward im- 
proved electoral legislation. According to analysis by the 
OSCE, the law “marks substantial improvements compared 
to previous legislation and provides extensive safeguards to 
meet Ukraine’s commitments on democratic elections.” The 
OSCE’s report specifically notes that many of its recom- 
mendations “such as equal and unimpeded access to the 
media, formation of election commissions, transparency 
measures and appeals/complaints procedures, were in- 
cluded.” A draft version of the law would have implemented 
a proportional representation electoral system. President 
Kuchma, however, vetoed five draft versions of the pro- 
posed law until Parliament finally agreed to keep the exist- 
ing mixed system. 

Under the new law, candidates for Parliament can nomi- 
nate themselves or be nominated by parties. Parties must 
be registered at least one year before the election date. Only 
parties that won seats in previous elections or have factions 
in Parliament can participate on district electoral commis- 
sions, with representatives of other parties selected by lot. 
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The law also maintains the existing 4-percent threshold for 
securing party list seats. In addition, the law requires de- 
posits of 255,000 bryvnyas ($50,000) for parties and 1,020 
hryvnyas ($200) for individual candidates. Parliament also 
relented to the president’s insistence that the campaign pe- 
riod be reduced to 90 days from 170 days. Nevertheless, 
informal campaigning for the 2002 elections began in Sep- 
tember 2001. On December 13, 2001, Parliament passed a 
law providing for compulsory televised debates among the 
candidates and parties contesting presidential and parlia- 
mentary elections. However, President Kuchma vetoed it 
on January 5, 2002. 

The 1992 Law on Associations of Citizens requires 
parties wishing to register to have a minimum of three mem- 
bers in at least 14 oblast-level organizations. The April 2001 
Law on Political Parties makes the party registration pro- 
cess somewhat more difficult. Parties seeking to register must 
obtain the signatures of at least 10,000 Ukrainian citizens 
in at least two-thirds of the rayons and oblasts. They also 
must pay a fee of 1,700 hryvnyas ($320). Parties will have 
to reregister within a year of the 2002 parliamentary elec- 
tions. As of September 30, 2001, Ukraine had 126 legally 
registered parties, but most only exist on paper. 

Only two Ukrainian parties have ever been banned. In 
1991, the Communist Party of Ukraine (CPU), which was 
considered an integral part of the Communist Party of the 
Soviet Union (CPSU), was declared illegal in the wake of 
the August coup attempt in Moscow. However, in 1993 
the government legalized a new, independent Communist 
Party. On December 27, 2001, the Constitutional Court 
ruled that the banned CPU was not the successor to the 
CPSU. However, even though its banning in 1991 was 
unconstitutional, the CPU cannot claim the CPSU’s assets. 
In 1995, the Ministry of Justice annulled the registration of 
the far-right Ukrainian National Assembly- Ukrainian Na- 
tional Self-Defense (UNA-UNSO) party. The party’s regis- 
tration was renewed when the UNA split from the UNSO, 
its paramilitary wing. 

According to party estimates, about two million Ukrai- 
nians, or 4 percent of the population, belong to political 
parties. However, the number of members who actually pay 
dues is probably much smaller. Only a handful of parties are 
mass membership based and have clear ideologies. These 
include the Communist Party (with about 140,000 mem- 
bers), the Socialist Party (60,000), the Ukrainian People’s 
Rukh (40,000), and the People’s Rukh of Ukraine (30,000). 
The pro-Kuchma Party of Regions claims to have 400,000 
members; the SDPU (u), 300,000; and the Agrarian Party, 
more than 200,000; however, these figures are somewhat 
doubtful. 

Ethnic and religious minorities tend to support main- 
stream rather than ethnic parties. Most ethnic Russian vot- 
ers, for example, support mainstream leftist or centrist 
parties. In the 1998 elections, three openly pro-Russian 
parties with slogans appealing for “Slavic unity” failed to 
overcome the 4-percent threshold needed to gain seats. 


During election campaigns, some centrist politicians, espe- 
cially in eastern Ukraine, try to exploit the issue of the “rights 
of Russian-speakers.” On the eve of the 1998 election, the 
pro-Russian Verkhovna Rada of Crimea repealed a 1994 
provision granting Crimean Tatars a quota for representa- 
tion in that body. The Tatars are an ethnic minority of 
270,000 to 400,000 people. In the 1998 national elections, 
most Crimean Tatar voters supported Rukh. Their leader, 
Mustafa Jemiloglu (or Jemilev), was elected to Parliament 
on the Rukh party list. 

Representatives of ethnic minorities are often elected 
in majoritarian districts. Businessmen of ethnic Russian and 
Jewish descent are active in Parliament and the presidential 
administration, but they tend to promote their own busi- 
ness interests more than the interests of their ethnic or reli- 
gious groups. The UNDP’s Human Development Report 
2001 reports that women hold 7.8 percent of all seats in 
Parliament. Women also account for 38 percent of all legis- 
lators and more than 60 percent of civil servants, but mostly 
among lower- and middle-ranking officials. 


Civil Society 
1997 1998 1999-2000 2001 2002 
4.00 4.95 4.00 3.75 3.75 


Civil society in Ukraine is still in the process of consolida- 
tion, and the government generally overregulates the ac- 
tivities of NGOs. Still, the number of NGOs has grown 
significantly in recent years. As of the end of 2001, there 
were approximately 35,000 NGOs in Ukraine, up from 
30,000 in 2000 and only 4,000 in 1995. Included among 
these are human rights groups, faith-based organizations, 
public policy institutes, business and professional associa- 
tions, women’s groups, environmental groups, sport clubs, 
and ethnic-based organizations. 

A report in 2001 by the CIVICUS Index on Civil Soci- 
ety Project noted a number of challenges for the develop- 
ment of Ukrainian civil society. These are: 1) “the poor, 
uneven distribution of [civil society organizations, CSOs] 
throughout all regions of Ukraine”, 2) “the poor financial 
sustainability of CSOs”, and 3) “the relatively low levels of 
CSO membership and volunteering among the general pub- 
lic.” Nevertheless, the report authors concluded that Ukrai- 
nian civil society is relatively healthy. They also acknowledged 
that they “are aware of the crisis of the political, social and 
economic system in Ukraine. The findings on the relative 
health of civil society against this background impress heavily 
with their optimistic attitudes and are a source of certain 
positive sentiments.” 

NGO activity is regulated by the 1992 Law on Associa- 
tions of Citizens, the 1997 Law On Charity and Charitable 
Organizations, and the 1998 Law On Youth and Children 
Nongovernmental Organizations. NGOs are also regulated 
by executive branch resolutions, including more than 350 


resolutions concerning taxation. A draft Law on Nonprofit 
Organizations passed its first reading in October 2000, but 
since then it has not been taken up by Parliament, which 
has been more preoccupied with economic laws, state bud- 
gets, and legal codes. 

Some 95 percent of NGOs are local; 4 percent, na- 
tional; and 1 percent, international. Most Ukrainian NGOs 
work in health care, sport, or advocacy for veterans and the 
disabled or are professional or youth associations. NGOs 
are the most developed in Kyiv, Lviv, Kharkiv, Donetsk, 
Dniepropetrovsk, Mylkolaiv, and Zakarpattia oblasts and 
Crimea. According to the Innovation and Development 
Center, in 22 oblasts the number of NGOs per 10,000 per- 
sons is similar to that in 35 U.S. states. However, in small 
towns and villages, NGOs that function efficiently tend to 
be the exception. 

About 40 ethnic groups have created their own civic 
and cultural NGOs. Of these, approximately 30 operate at 
the national level. There are also several associations of eth- 
nic NGOs. The most active ethnic organizations are those 
set up by Crimean Tatars, Jews, Russians, Hungarians, Poles, 
and Romanians. Some receive aid from foreign organiza- 
tions. For example, the International Renaissance Founda- 
tion, a branch of the Soros Foundation, supports Roma 
cultural development programs. 

Ukraine has more than 700 women’s organizations. Of 
these, nearly 40 are national in their reach and have inter- 
national contacts. The National Council of Women of 
Ukraine acts as an umbrella organization for Ukrainian 
women’s groups. Major women’s organizations include the 
Union of Ukrainian Women, Women’s Community 
(Zhinocha Hromada), the Union of Women of Ukraine, La 
Strada Ukraine, the Organization of Soldier’s Mothers of 
Ukraine, and the Olena Teliha Ukrainian Women’s Society. 

At the beginning of 2001, Ukraine had almost 25,000 
religious organizations representing about 80 churches and 
sects. An average of 1,500 such organizations are created 
each year. About 10,000 temples representing a range of 
denominations are operational. Some two-thirds of Ukrai- 
nians say they are religious believers; of these, most are 
Christian. Of Ukraine’s three Orthodox churches, which 
together claim the adherence of 60 to 70 percent of all be- 
lievers, only one recognizes the jurisdiction of the Moscow 
Patriarchy of the Orthodox Church. 

Followers of the Protestant and Ukrainian Greek Catho- 
lic Churches each make up around 15 percent of the popu- 
lation. There are also significant Catholic and Jewish 
communities in many areas and a sizable Muslim commu- 
nity in Crimea. Religious groups in Ukraine carry out chari- 
table activities such as helping orphans and the poor and 
putting up social welfare buildings and Sunday schools. 
However, interconfessional struggles among Ukraine’s Or- 
thodox churches impede many social projects. 

Charitable activity in Ukraine is regulated by the 1997 
Law on Charity and Charitable Organizations and several 
government instructions that regulate economic aspects of 
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this activity. Charities are eligible for tax exemptions. In 
practice, though, they generally do not receive exemptions 
because of juridical deficiencies in the law and the broad 
power of the state tax administration to deny exemptions. 
Current legislation does not clearly distinguish between 
NGOs, political parties, and trade unions in terms of the 
regulation of activities and taxation. The draft Law on Non- 
profit Organizations provides the government with exces- 
sive powers to regulate NGOs. Likewise, a draft tax code 
does not clearly grant specific tax exemptions to NGOs. 

To register, an NGO must submit to local authorities 
or the Ministry of Justice an application; two copies of regu- 
lations documents; minutes of an organizational meeting; 
information about the group’s founders, administration, and 
branches, if any; and a receipt for payment of the registra- 
tion fee. Registration fees range from $10 or $20 for local 
organizations to $500 for international groups. Registra- 
tion must be completed within two months. 

Within a month after registering with the Ministry of 
Justice, an NGO must also sign up with the Department of 
Statistics, the State Tax Administration, the Ministry of In- 
terior, the State Employment Fund, the Social Insurance 
Fund, and the Pension Fund. It also must open a bank ac- 
count. Another means of registering is by declarative or de 
facto legitimization. To do this, an NGO must send a letter 
to a public authority stating that the organization is already 
in operation. Most local NGOs or local branches of na- 
tional NGOs register this way, but the process deprives them 
of the right to open their own bank accounts. 

The organizational capacity of Ukrainian NGOs has 
improved considerably in recent years, but most NGO lead- 
ers still provide both intellectual capital and practical man- 
agement skills to their groups. The management structures 
of many NGOs outside Kyiv and other regional centers do 
not clearly delineate the responsibilities of each employee. 
While an increasing number of NGOs have independent 
supervisory boards with formalized internal procedures and 
rules, such NGOs still remain in the minority. Ukrainian- 
language and some Russian-language materials are published 
by resource and research centers in Ukraine and generally 
are distributed free of charge. A dozen foreign assistance 
programs and joint Ukrainian-Western projects provide ex- 
perienced trainers for NGOs. According to a report by the 
U.S. Agency for International Development, “[f]ew NGOs 
without international donor funding have full-time profes- 
sional staff. Few have boards of directors that provide over- 
sight or direction to the organization. Highly centralized 
and personalized leadership structures are common.” 

According to the Ministry of Statistics, the revenues 
of civic associations consist of donations (roughly 33 per- 
cent), sponsorships (20 percent), profits from commer- 
cial activities (15 percent), dues (15 percent), and state 
subsidies (15 percent). Most donations to NGOs are from 
foreign sources, but some groups do receive corporate 
donations. According to the same report by USAID, 
“[m]Jost organizations, particularly those involved in 
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policy development of advocacy, are heavily dependent on 
foreign funding.” 

Indeed, according to a December 2001 publication 
of the World Bank’s Ukraine Country Office, “almost 95% 
of NGO activities are funded by international grants. The 
rest of the potential sources of financing are either not 
provided by law or restricted by it.” Specifically, the pub- 
lication notes the following limitations on other sources 
of NGO funding. First, only individual donations to chari- 
ties and religious groups—not NGOs—are tax deductible. 
Second, so-called legal entities can only write off 4 per- 
cent of their profit for donations. Third, the law does not 
allow NGOs to receive funding through state orders. And 
lastly, although NGOs may earn income for “activities 
specified in their statues...tax bodies frequently refuse to 
recognize several activities as non-commercial. The fact 
that an NGO is receiving payment could make it lose its 
not-for-profit status.” 

In general, philanthropy and volunteerism are insuffi- 
ciently developed and are usually connected to elections or 
public awareness campaigns. According to a poll of 150 
Ukrainian and international companies conducted by the 
Kyiv-Mohyla Business School, 30 percent of corporate do- 
nations go to public schools, hospitals, and children’s homes; 
16 percent to associations such as veteran’s unions; 13 per- 
cent to the arts and culture; 13 percent to concrete projects 
of NGOs; 9 percent to churches; and 7 percent to academic 
institutions. The poll also found that most corporate phi- 
lanthropy is still off the record owing to red tape and inad- 
equate tax laws. In addition, while two-thirds of the 
corporate respondents said they are not against corporate 
philanthropy in principle, only one-third said they view spon- 
sorship as an integral part of their corporate strategy; only 
15 percent said they view sponsorship as unconnected to 
their commercial and advertising aims. 

A limited number of NGOs enjoy tax-exempt status. 
These include veteran’s groups, Chernobyl-related organi- 
zations, and certain organizations for children and the dis- 
abled. Most registered NGOs enjoy partial tax benefits such 
as an exemption from paying value-added and profit taxes. 

NGOs are obliged to disclose their revenue sources. 
Most do so when they acknowledge support for particular 
activities in their reports to donors. However, double book- 
keeping is common as a means of avoiding taxes. As the 
World Bank publication implied, government procurement 
opportunities for private nonprofit service providers are vir- 
tually nonexistent, and NGOs are severely limited in their 
ability to earn income or collect cost-recovery fees that would 
be tax-exempt, even if they spent the money on nonprofit 
activities or general maintenance of the organization. An 
NGO can be the founder or cofounder of a commercial 
entity that donates part of its profits to the NGO. In such 
cases, any income, including cost recovery fees, is taxed as 
regular corporate income. 

Dozens of leading public policy research institutes such 
as the Ukrainian Center for Political and Economic Stud- 


ies, named after O. Razumkov, and the East-West Institute 
are increasingly influencing policy and decision-making pro- 
cesses. At times, there are personal connections between 
NGO leaders and government officials. Former politicians 
and senior civil servants run some important NGOs. A num- 
ber of leading groups cooperate with parliamentary com- 
mittees and the executive and their representatives are invited 
to participate in the drafting of laws. Some government in- 
stitutions such as the Ministry of Labor and Social Policy 
and the Ministry of Foreign Affairs cooperate freely with 
NGOs. However, authorities sometimes use NGOs to le- 
gitimize their own decisions. Pro-government NGOs are 
sometimes supported through executive structures or even 
the state budget. 

The press’s attitude toward NGOs is generally posi- 
tive, especially when covering their charitable activities. 
According to a poll of Kyiv residents who attended the May 
2000 “day of civic organizations,” only 8 percent were not 
there to support the work of NGOs; 21 percent were posi- 
tive about volunteering; 20 percent were ready to provide 
consultations in their fields of expertise; and 31 percent were 
prepared to give material and financial support. 

In 2001, many Ukrainian NGO Web sites appeared on 
the Internet. A project to create a public policy Internet 
portal has been launched with the support of the Interna- 
tional Renaissance Foundation and the UNDP. Local au- 
thorities have also started to show interest in NGO activities 
aimed at helping the poor, children, or the disabled. 

At the beginning of 2001, Ukraine had 5 national trade 
union confederations, 74 national trade unions, and 161 
regional trade unions. These groups had a total of about 
17.5 million members out of 28 million economically ac- 
tive persons, down by 9 million members from 1990. Some 
90 percent of unionized workers formally belong to the 
Federation of Trade Unions (FTU), which is a successor to 
the former Soviet state-sponsored trade unions. However, 
according to expert estimates, the FTU’s actual member- 
ship is much lower. Around 8 percent of workers belong to 
independent trade union confederations like the Solidarity 
Federation of Trade Unions of Ukraine, the Confederation 
of Free Trade Unions of Ukraine, the “Our Right” Federa- 
tion of Trade Unions, and the Association of Solidarity of 
Workers. Around 3 percent of workers are members of other 
independent trade unions. The number of unionized work- 
ers in Ukraine has declined to about 50 or 60 percent of all 
workers because of the growth of the private sector, the 
closing down of enterprises, and a general disillusionment 
with the benefits of union membership. 

Ukraine has more than 400 regional and 20 national 
associations for small businesses, as well as several branch 
associations. These groups have an umbrella structure called 
the Coordinating and Expert Center. Many other small 
businesses belong to the Federation of Trade Unions of 
Cooperatives and Other Forms of Entrepreneurship. How- 
ever, according to USAID, only 10 percent of small busi- 
nesses actively participate in these associations. 


During the period covered by this report, the number 
of individual farms increased steadily to 42,000; the num- 
ber was 36,000 in January 2000. At the national level, the 
Association of Farmers and Private Land Owners counts 
among its members around 70 percent of Ukrainian farm- 
ers. It has offices in every oblast and rayon. According to its 
estimates, about 20 percent of farmers regularly participate 
in its activities and 30 percent pay dues. The Union of Pri- 
vate Land Owners provides consulting services to 10 per- 
cent or 15 percent of landowners. 

Legal forms of interest group participation in politics 
include the activities of political parties, business groups, 
NGOs, and trade unions. Groups that address social and 
environmental issues often seek to influence policy through 
public protests. Some interest groups, including pension- 
ers, women, and workers, have created their own parties, 
but these parties do not enjoy significant support and mainly 
are used by the executive branch to split the opposition. 
Much more effective are private businesses and directors of 
state-owned enterprises who lobby their parliamentary depu- 
ties and political parties. Parliament has yet to take conclu- 
sive action on a draft law on lobbying activities that has 
been before it since 1999. 

By law, Ukraine’s education system is free of political 
propaganda. However, conflicts do rise on occasion. In 
2001, for example, the SDPU (u) lobbied to introduce “the 
lessons of football” in secondary schools, 90 percent of which 
are public. One of the party’s leaders is the president of the 
Dynamo-Kyiv football club, and the minister for education 
and science is a member of the SDPU (u). In higher educa- 
tion institutions, around 30 percent of which are private, 
lecturers are generally free to express their views. At the 
same time, though, universities usually discourage students 
from taking part in opposition rallies and encourage them 
to take part in pro-government events. 


Independent Media 
1997 1998 1999-2000 2001 2002 
4.50 4.75 5.00 5.95 5.50 


According to official figures, Ukraine has more than 8,000 
periodicals; however, only about 2,600 are published regu- 
larly. Although up to 70 percent of Ukraine’s print media 
outlets are privately owned, the true owners often prefer to 
hide their names from the public. Instead, the paper will 
claim to be owned by its editorial staff. 

The most influential private media include the newspa- 
pers Zerkalo Nedeli/Dzerkalo Tyzhnia (with a declared cir- 
culation of 42,000 copies); Kijevskiy Telegraf (49,000); 
Biznes (70,000); Den? (50,000); Silski Visti (500,000); 
Fakty (830,000); Segodnya (150,000); Kijevskije Vedomosti 
(150,000); Ukraina Moloda (104,000); Vechernije Vesti 
(400,000) and Halyc’ki Kontrakty (44,000). Among maga- 


zines, Kompanyon has a declared circulation of around 
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30,000, and Polityka i Kultura, 20,000. The main state 
newspapers include Holos Ukrainy, with a declared circula- 
tion of 150,000, and Uriadovyi Kurier, 120,000. 

Ukrainian versions of Russia-based newspapers include 
Moskovskiy Komsomolets-Diorama Plus (with a declared cir- 
culation of about 400,000); Izvestiya-Ukraina (230,000); 
Komsomolskaya Pravda v Ukraine (100,000); Argumenty i 
Fakty v Ukraine (100,000); Stolichnyje Novosti (70,000); 
and Delovaya Nedelia (50,000). 

Influential private electronic media include the televi- 
sion channels Studio 1+1, Inter, STB, New Channel, and 
ICTV, which have signals covering most of the country, 
and the FM radio stations Dovira, Gala Radio, Lux, Niko 
FM, Radio Kijevskije Vedomosti, Radio Kontinent, and 
Radio Roks. Foreign broadcasts in Ukrainian by the BBC, 
the Voice of America, Radio Svoboda, and Deutsche Welle 
can be freely received throughout the country. Among news 
agencies, the private Interfax-Ukrajina and UNIAN are 
dominant. The official UkrInform news agency resembles 
its Soviet-era counterparts. 

Major newspapers and magazines, especially those 
founded in the early 1990s, tend to be published in the 
state-owned Ukrpresa publishing house. Some newspapers 
and magazines now utilize the comprehensive services of 
private companies for everything from printing to distribu- 
tion. However, the biggest share of the distribution market 
still belongs to government institutions like Ukrposhta, post 
offices, and kiosks. 

The media’s news-gathering function is deeply affected 
by oligarchs who control major private outlets. Moreover, 
the authorities still try to use publishing houses as a means 
of restricting the opposition press. In December 2001, on 
the eve of the 2002 parliamentary election campaign, 
Ukrpresa refused to continue publishing Vechernije Vesti and 
Slovo Batkivshchyny. Both are major newspapers controlled 
by Tymoshenko that have a combined circulation of around 
1.5 million. Vechernije Vesti resumed publishing in Lviv. 
Nevertheless, some newspapers seized on the opportunity 
provided by internal government struggles over the 
“tapegate” scandal and provided relatively balanced cover- 
age of the events. 

Generally, Ukrainian legislation provides for freedom 
of the press. The major laws regarding the media are the 
Law on Information (1992), the Law on Information Agen- 
cies (1995), the Law on Television and Radio (1993), the 
Law on Printed Media (1997), the Law on State Support 
to the Media and Social Protection of Journalists (1997), 
and the Law on State Secrets (1999). However, the laws do 
not clearly distinguish between protections for private citi- 
zens as opposed to politicians. In recent years, many media 
outlets have been sued by politicians who demand huge 
sums as compensation for “moral damages” allegedly caused 
by critical articles. On May 25, 2001, the Supreme Court 
decreed that criticism of facts and opinions is not grounds 
for moral damage compensation. However, the law is still 
vague regarding “insults” for which journalists can be sued. 
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Parliament, preoccupied with other issues, has not taken up 
several draft laws on the protection of journalists that have 
been submitted to it. 

According to the Institute of Mass Information, Ukraine 
had 73 known major violations of press freedom in 2001. 
These included 5 murders of journalists and 26 felony of- 
fenses. The most notorious case was the murder of opposi- 
tion journalist Gongadze in September 2000 in which 
high-level authorities were allegedly involved. In another high 
profile case, on July 3, 2001, several assailants beat to death 
Thor Aleksandrov, the director general of the TOR television 
station in the Donetsk region who had exposed corrupt links 
between politicians, police, business, and organized crime. 
In November 2001, the Ministry of Interior issued a regula- 
tion allowing journalists to possess and use gum-bullet guns, 
provided that they have special permits from the police. 

Although the official post-Soviet Association of Journal- 
ists of Ukraine is not fully independent, it is becoming more 
assertive in defending journalists’ rights. It reportedly has 
more than 12,000 members, of whom about one-third are 
women. Ukraine also has several Western-supported media 
organizations, including the Institute of Mass Information, 
the IREX-supported Pro-Media Center, the Committee to 
Protect Journalists, the Equal Access Committee, the Ukrai- 
nian Media Club, and the Freedom of Speech Center. Many 
of these groups will participate in the monitoring of the 2002 
elections. 

Roughly 1 to 2 percent of Ukrainians have regular ac- 
cess to the Internet; the figure rises to 4 percent if those who 
surf the Internet occasionally are included. These figures are 
low owing to poor communication networks, a lack of com- 
puters, and high Internet access fees. Nevertheless, Ukraine 
has several influential independent Internet media including 
Forum, Korrespondent.net, Uatoday, and the opposition 
Ukrajinska Pravda. 

In November 2001, the Council for National Security 
and Defense of Ukraine put forward proposals to regulate 
the Internet by introducing licensing for Web sites and grant- 
ing security services access to the archives of Internet service 
providers. It is unlikely, though, that these steps will be taken 
given their high transaction costs and active opposition from 
the Internet community. The Russian government withdrew 
similar proposals in 2000 amid uproar by Internet users. 

Freedom House’s Annual Survey of Press Freedom has 
rated Ukraine’s media as “Partly Free” since 1992. 


Governance and Public Administration 


1997 1998 1999-2000 2001 2002 
450 4.75 4.75 4.75 5.00 


In January 2000, President Kuchma called for a national 
referendum on constitutional amendments to increase his 
powers. He proposed six questions: 1) Should the presi- 
dent be able to dissolve Parliament, if voters express no con- 


fidence in the body in a national referendum? 2) Should the 
president be able to dissolve Parliament for failure to form 
a majority in a month or to adopt a state budget in three 
months? 3) Should the immunity of parliamentary deputies 
be limited? 4) Should the number of parliamentary depu- 
ties be reduced from 450 to 300? 5) Should Parliament 
have two chambers? And 6) Should Ukraine be able to adopt 
a constitution by national referendum? The Constitutional 
Court threw out questions 1 and 6, and voters considered 
the rest in a referendum that April. The official outcome of 
the referendum demonstrated overwhelming support for 
the President. Although the Constitutional Court stipulated 
that the results should be implemented through the proper 
parliamentary procedures, this has yet to occur. However, 
presidential power has been increased by the introduction 
of state secretaries who are appointed by the president and 
carry out tasks previously reserved for deputy ministers. 

Parliament’s budgetary support is adequate, as the cabi- 
net cannot circumvent mandatory budget payments. How- 
ever, Parliament at times has not been an effective 
rule-making institution. Owing to the absence of a durable 
working majority, Parliament for years failed to pass several 
vital laws. In November and December of 2001, though, it 
managed to pass family, civil, commercial, and customs 
codes. In addition, Parliament passed the tax code in its 
second reading in November. Together with land, budget, 
and criminal codes passed earlier in the year, the new legis- 
lation provides a long-awaited legal basis for more effec- 
tively implementing many provisions of the 1996 
Constitution and modernizing Ukraine’s economy. 

Parliament’s success was due in part to the increasing 
maturity of its working committees. The 1995 Law On Par- 
liamentary Committees grants standing parliamentary com- 
mittees the rights to hold special hearings, gain access to 
information held by the executive, and launch investigations. 
However, these prerogatives are seriously circumvented by a 
lack of outlets for the committees to implement their find- 
ings. The Prosecutor’s Office, the Ministry of the Interior, 
and other executive bodies routinely ignore the findings of 
parliamentary committees. Moreover, Parliament itself has 
yet to pass a law on investigative parliamentary commissions, 
whose existence is authorized by the Constitution. 

Neither executive nor legislative organs of power oper- 
ate with full transparency and openness. At times it is im- 
possible for citizens to obtain data regarding public spending 
and information on draft bills. NGOs have been trying to 
generate more transparency in this area by publicizing bills, 
but the government has never created mechanisms to freely 
disseminate such information. The Internet sites of key agen- 
cies are only now being established, and draft legislation 
appeared on the Internet only recently. Draft (and even act- 
ing) bylaws often are still difficult to locate. 

According to the Constitution and the Law On Local 
Self-Governance in Ukraine, local radas (councils) address 
local issues such as the establishment and control of com- 
munal enterprises and organizations, the assessment of lo- 


cal taxes and duties, the development and implementation 
of social and cultural projects, and the management of com- 
munal property. They adopt and manage budgets for their 
territorial units. Communities may call referendums on lo- 
cal issues. Parliament may terminate the powers of a local 
council if it decides that the council’s actions contradict 
Ukrainian law. 

The deputies of subnational governments are chosen 
in direct elections that are generally free and held under 
majoritarian balloting. Representatives of the media have 
reported that electoral campaigns have increasingly been 
subject to interference by government representatives who 
are loyal to the president and by businesses, many of which 
are controlled by influential local and state politicians. 

The leaders of the Autonomous Republic of Crimea 
enjoy more powers than the leaders of Ukraine’s other re- 
gions. The Crimean council of ministers manages the 
region’s budget, which the Crimean parliament approves, 
with a substantial degree of autonomy from central authori- 
ties. A constitutional provision granting the Crimean par- 
liament the right to appoint and dismiss the head of the 
Crimean council of ministers, with the consent of the presi- 
dent, led to a recent standoff in which the regional govern- 
ment of Serhiy Kunitsyn remained in office despite losing 
three votes of confidence in the Crimean parliament. Presi- 
dent Kuchma eventually dismissed the council of ministers 
in May 2001. 

Article 143 of the Constitution and the Law On Local 
Self-Governance in Ukraine are aimed at decentralizing sub- 
stantial power to subnational bodies and providing suffi- 
cient financing to local governments. The June 2001 budget 
code creates a coherent scheme for distributing tax and 
duties revenues among the state, oblast, and rayon levels, 
thus providing a more objective, formula-based method of 
revenue distribution. 

Local and regional administrations are also increasingly 
gaining control over their budgets. The share of total gov- 
ernment outlays going to local budgets increased to 39.5 
percent in the 2002 draft budget from 36.9 percent in the 
2001 budget. However, the old scheme of budget transfers 
from the state to local governments is still in place. It often 
is characterized by payment delays, corruption, and limita- 
tions on local government authority. 

According to the Law on State Service, adopted in 1993 
and amended in 1995 and 1996, civil servants are subordi- 
nate to the general department of civil service of the Cabi- 
net of Ministers. Local civil servants are nominally employees 
of local governments. The law prohibits civil servants from 
misusing their authority but provides for no enforcement 
mechanism. The law also gives civil servants the right to 
acquire information about citizens and legal entities from a 
variety of sources and grants them a number of socioeco- 
nomic benefits. 

The pace of civil service reform has been slow, and the 
government made little progress in this area in 2001. The 
government elaborated the idea of carrying out compre- 
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hensive administrative reforms in 1997 but still has not taken 
key steps including redistributing functions among agen- 
cies and cutting red tape. Moreover, the bureaucracy con- 
tinues to grow in size. The number of civil servants increased 


to around 300,000 in 2001 from 176,800 in 1996. 


RULE OF LAW 


Constitutional, Legislative, 
and Judicial Framework 


1998 1999-2000 2001 
4.00 4.50 4.50 


1997 
3.75 


2002 
4.75 


The Constitution’s transitional provisions period expired 
on June 28, 2001—the date by which the government 
needed to make constitutional changes to the functions and 
powers of several institutions, including the prosecutor 
general’s office and the Supreme Court. In early July 2001, 
President Kuchma signed a package of five laws that imple- 
mented the so-called small judicial reform. The laws, par- 
ticularly those relating to appellate courts, changed the 
procedures for arrests and searches. The new criminal code 
and criminal procedures code also strengthened the previ- 
ous stipulation that the state must provide public defenders 
in criminal cases for defendants who cannot afford counsel 
and must do so once a person has been arrested. Moreover, 
courts, rather than prosecutors, must issue search and ar- 
rest warrants. 

In December 2001, Parliament also approved the first 
reading of a framework document on judicial reform, the 
Law On the Judicial System, which includes 87 percent of 
the suggestions in this area made by the Council of Europe. 
The draft law provides for the implementation of the con- 
stitutional requirement that separate courts exist for crimi- 
nal, civil, administrative, and other types of cases. However, 
Parliament still must agree on the specifics of which cases 
should be assigned to which types of courts. Parliament is 
also scheduled to review the Law On Administrative Courts. 
President Kuchma did not sign one law that was part of the 
small judicial reform package: the Law on the Public 
Prosecutor’s Office. The Constitutional Court struck down 
a provision in the law authorizing Parliament to appoint, 
fire, and generally control the prosecutor general. 

The 2002 state budget authorizes expenditures of 36 
million hryvnyas ($7 million) for judicial reform, up from 
25 million hryvnyas ($5 million) in 2001. However, even 
this increased amount is not sufficient to carry out effective 
reforms. 

The Constitutional Court was quite active during the 
past two years in interpreting and protecting the Constitu- 
tion. It prohibited the same person from being both the 
head of an oblast administration and the head of an oblast 
rada. This ruling forced 11 officials who held both posi- 
tions to resign from one of their posts. On November 20, 


410 =" UKRAINE 


2001, the court ended the Soviet-era propiska system, which 
required citizens to register for permanent residence per- 
mits. In 1997, Parliament abolished the penalty for not hav- 
ing a permit, but the propiska system continued to exist and 
was at times used as a pretext for discrimination, particu- 
larly in employment. 

Chapter II of the Constitution contains broad guar- 
antees of human rights and civil liberties, including politi- 
cal, religious, and minority rights. Article 41 guarantees 
the right to own property, and Article 42 guarantees the 
right to engage in free enterprise and provides for the pro- 
tection of fair competition in business. In 1997, Parlia- 
ment ratified the European Convention on Human Rights. 
The same year, it passed the Law on the Authorized Rep- 
resentative of the Verkhovna Rada for Human Rights that 
created the office of the ombudsman. The ombudsman’s 
duty is to handle complaints from ordinary citizens and 
Members of Parliament about human rights abuses and to 
enforce human rights provisions and norms. Nina 
Karpachova, Ukraine’s first ombudsman, was quite active 
in 2000 and 2001, responding to human rights matters 
including the Gongadze and Tymoshenko cases and the 
problem of trafficking of women. Previously, her activity 
had been limited. 

On September 1, 2001, the new criminal code and 
criminal procedures code took effect. The previous respec- 
tive codes dated back to the 1960s. A major aspect of the 
new laws was the elimination of Soviet-era offenses such as 
“speculation” and disseminating “anti-Soviet propaganda.” 
However, some procedures that could lead to abuses of of- 
ficial power remain. For example, a prosecutor, after having 
received a case from an investigator, can decide that the 
case is in unsatisfactory condition and can return it for ad- 
ditional investigation, thus prolonging the detention of the 
accused. 

The European Court on Human Rights has declared 
admissible the complaints of Ukrainian inmates regarding 
torture and inhumane treatment. In several cases, torture 
has resulted in death. A major cause of the poor conditions 
in prisons, including extreme overcrowding, is the fact that 
the prison system lacks sufficient resources. In part due to 
overcrowding, many inmates suffer from tuberculosis. The 
lack of resources is also a principal reason why many prison- 
ers are amnestied. People who are sentenced to terms of 
less than three years’ imprisonment are often freed by courts 
before they begin to serve their sentences or on the eve of 
national holidays. 

The Constitution prohibits discrimination or privileges 
based on race, religion, political views, gender, ethnic or 
social origin, language, or other grounds. The Soviet-era 
designation of ethnicity in passports was eliminated when 
new Ukrainian passports were introduced in the mid-1990s. 
In areas where a minority ethnic group constitutes the ma- 
jority of the population, its language may be used along 
with Ukrainian in state and public offices and institutions. 
Russian speakers criticized the Constitutional Court’s 1999 


ruling declaring the Ukrainian language a compulsory means 
of communication for public officials both on the national 
and the local level. However, in many cities, particularly in 
eastern Ukraine, Ukrainian speakers still face pressure from 
living in a largely Russified environment. 

Owing to Ukraine’s economic difficulties, the 
government’s outlays for the specific needs of ethnic mi- 
norities, including the return and resettlement of some 
300,000 Crimean Tatars, are decreasing. Many Crimean 
Tatars live in dismal conditions, often in overpopulated ru- 
ral areas where it is difficult for individuals to obtain their 
own plots of land. Religious groups generally operate freely 
in Ukraine. However, relations between some religious 
groups are tense. This is especially true of the Orthodox 
churches that are under the Moscow and Kyiv Patriarchies, 
respectively. All religious groups must register with the state. 

The Constitution and the 1992 Law On the Status of 
Judges stipulate that judges must be impartial. The courts, 
however, are funded through the Ministry of Justice. Ar- 
ticle 128 of the Constitution stipulates that the president 
initially appoint judges for five-year terms. After that, with 
the exception of individuals on the Constitutional Court, 
Parliament endorses judges for life terms. They are immune 
from prosecution. A judge can be arrested only with the 
permission of Parliament. In October 1999, Parliament 
ended judges’ immunity from administrative prosecution. 

The law calls for punishment of those attempting to 
influence or limit the independence of the judiciary. How- 
ever, courts and prosecutors’ offices, overburdened and lack- 
ing sufficient funding and staff, remain vulnerable to pressure 
by the executive, usually in the form of personal requests or 
orders from high-ranking officials. The Constitutional Court 
came under pressure from President Kuchma in 2000 when 
it was considering draft laws on the implementation of a 
referendum’s results. 

Judicial personnel matters are decided by the Supreme 
Council of Justice, which was established in 1998. Initially, 
the council acted comparatively independently, but in the 
summer of 2001 it opened an investigation into the profes- 
sional adequacy of Anatoliy Zamkovenko, the judge from 
the Pechersk district court of Kyiv who acquitted former 
vice premier Tymoshenko. Zamkovenko has filed a protest 
with the Supreme Court, the head of which, Vitaliy Boiko, 
is known for his independence and adherence to the law. 

The 1998 Law On State Executive Service introduced 
executive bodies in the Ministry of Justice that are respon- 
sible for enforcing judicial decisions. Generally, though, the 
enforcement of judicial decisions is effective only in crimi- 
nal cases. In civil cases, judicial enforcement is far from effi- 
cient, mainly due to the absence of a tradition of respecting 
private property, the country’s inadequate legal framework, 
and the large number of cases in which economic interests 
are affected, such as when the government and private firms 
fail to pay wages on time. 


Corruption 
1999-2000 = 2001 2002 
6.00 6.00 6.00 


Corruption is widespread in Ukraine. Owing to the Soviet 
legacy, economic and social activities are tightly regulated, 
administrative controls and judicial review are weak, and 
salaries for public officials are low ($20 to $100 monthly, 
depending on rank, with the average salary seldom exceed- 
ing $60). 

Since 1994, Parliament, the government, and the presi- 
dential administration have devised numerous anticorrup- 
tion initiatives. There are more than 50 legal acts devoted 
to fighting corruption, including the 1995 Law on Fight- 
ing Corruption. The provisions of these acts are generally 
not observed, however, and investigations into corruption 
by top officials that are conducted by special parliamen- 
tary commissions, journalists, or even the Audit Chamber 
tend to go nowhere. Prosecutions mainly involve low-rank- 
ing politicians. 

Several recent corruption scandals have implicated 
those who stand at the top of the political system. Former 
Prime Minister Pavlo Lazarenko has been accused of cor- 
ruption and money laundering in Ukraine, Switzerland, 
and the United States. Parliamentarian Viktor Zherdytsky 
is being sought by German prosecutors for attempts to 
fraudulently withdraw funds from a German bank that were 
intended for Ostarbeiters (Ukrainians who were transferred 
to Germany during World War II and forced to work for 
the Nazis). 

Bank Slovyanskyi and its managers, who are affili- 
ated with Lazarenko, have also been accused of corrup- 
tion. The state tax authorities closed down the bank even 
though there was relatively little evidence of wrongdo- 
ing. The case was handed to a court in November 2001 
and promises to take considerable time to resolve since 
key members of Kuchma’s staff are allegedly connected 
to the bank’s operations. 

The case against former Vice Premier Tymoshenko 
suggested that authorities frequently use corruption alle- 
gations for politically motivated reasons. Similarly, the 
government accused the National Bank of Ukraine (NBU) 
of misallocating and misusing funds during the time that 
former Premier Yushchenko was head of the NBU. The 
International Monetary Fund audited the NBU and found 
only minor violations, after which the IMF renewed lend- 
ing to Ukraine in December 2000. 

Ukraine’s 1993 Law on the Civil Service specifies a 
code of conduct for civil servants, but the law generally is 
not observed. According to the 1995 Law on Fighting 
Corruption, civil servants may not engage in profit-gener- 
ating activities. However, the law does not provide an en- 
forcement mechanism and allows civil servants to engage 
in “creative activities” such as research, consulting, and 
lecturing. Top officials must formally resign positions as 
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heads of companies when they take office, but in practice 
they often use their public positions to promote their cor- 
porate interests. 

By law, presidential candidates and applicants for po- 
sitions in the civil service must disclose their incomes. In 
general, such declarations tend to understate earnings and 
property by reporting official salaries, which are relatively 
low. The average annual income of presidential candidates, 
according to their declarations, was 13,000 hryvnyas 
($2,320). President Kuchma declared an income of 19,213 
hryvnyas ($3,843), and only one of the candidates, busi- 
nessman Oleksandr Rzhavsky, declared a large income of 
1,357,727 hryvnyas ($242,451). 

Under the Constitution, Parliament’s Audit Chamber 
monitors budgetary spending on behalf of the entire body. 
However, its effectiveness is limited by the 1996 Law on 
the Auditing Chamber, which only gives the chamber the 
power to inform law enforcement agencies about wrong- 
doings. 

One of the main reasons for the proliferation of cor- 
ruption in Ukraine is excessive regulation in the economic 
and social spheres. More than 100 local and state authori- 
ties have the right to inspect enterprises and other legal 
entities. Some 60 different authorities have the right to 
seize bank accounts, revoke licenses, or impose similar 
punitive actions. Foreign investment is regulated by more 
than 130 normative acts. A survey by the World Bank and 
the European Bank for Reconstruction and Development 
found that one-third of Ukrainian businesses surveyed had 
admitted making illegal payments to influence public in- 
stitutions. 

In 1998, President Kuchma issued a decree on the 
deregulation of business activity that was intended to curb 
the ability of many government agencies to inspect enter- 
prises. However, the decree’s provisions are vague, and 
judicial review and enforcement of it by the relevant au- 
thorities are weak. Another reason for excessive corrup- 
tion is that senior officials often appoint their subordinate 
employees on the basis of personal or family loyalties or 
geographic or professional ties. 

Ordinary citizens often must pay bribes to receive or 
accelerate the provision of services such as installing tele- 
phone lines or obtaining any kind of license. They also pay 
bribes to gain admission to state-run universities. Accord- 
ing to a survey by the Kyiv International Institute of Soci- 
ology, about 70 percent of Ukrainians accept the need to 
give and take bribes. According to the respondents, the 
most corrupt areas are medical institutions (48.9 percent), 
traffic police (22.7 percent), institutions of higher educa- 
tion (19 percent), institutions of local self-government 
(16.5 percent), and secondary educational institutions 
(14.3 percent). 

Often people pay bribes because they do not know 
their rights. Although “Introduction to Law” is a com- 
pulsory subject in schools and universities and several 
NGOs issue booklets that describe basic rights and ways 
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to legally defend them, Ukraine has no truly effective an- 
ticorruption education program. In its 2001 Corruption 
Perceptions Index, Transparency International ranked 
Ukraine 83rd out of 91 countries and gave it a score of 
2.1, where a 10 represents the lowest level of corruption. 
This marked a slight improvement in Ukraine’s rating of 
87th out of 91 countries in 2000, with a score of 1.5. 


ECONOMIC LIBERALIZATION 
& SOCIAL INDICATORS 


Privatization 
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5.95 4.75 4.50 4.50 


Positive dynamics that began in 2000 are still in place. For 
the first nine months of 2001, Ukrainian gross domestic 
product grew by 9.3 percent compared to the same period 
in 2000. Wage arrears have been greatly reduced. In Octo- 
ber 2001, Parliament adopted a new land code that sets out 
the legal framework for private land ownership. These suc- 
cesses are often ascribed to favorable external market con- 
ditions (exports account for about a quarter of Ukraine’s 
GDP) and the economic policies of Premiers Yushchenko 
and Kinakh. These policies have reduced arbitrary adminis- 
trative interference in the economy, provided for stable pay- 
ment schemes in the energy sector, and cut inflation to 4 
percent annually under Kinakh. However, the tax system 
remains inadequate and stimulates the existence of a large 
shadow economy. Likewise, oligarchic clans heavily influ- 
ence the Ukrainian economy. The future of economic re- 
form will depend in part on the constellation of political 
forces that emerges following the March 2002 parliamen- 
tary elections. 

According to the State Statistics Committee, about 70 
percent of GDP is produced by the private sector and about 
two-thirds of economic assets are privately owned. However, 
according to the World Bank, the informal sector of the Ukrai- 
nian economy is equal to 60 or 70 percent of GDP. The gov- 
ernment and Parliament are considering measures to reduce 
the size of the informal sector, including cutting taxes and 
liberalizing regulations on economic activities. Managers spend 
up to 30 percent of their time dealing with red tape. 


The tenth year of Ukraine’s independence was supposed 
to be the second year of large-scale privatization. Budget 
revenues from privatization in 2001 were expected to reach 
5.9 billion hryvnyas ($1.13 billion). However, the State 
Statistics Committee said in October 2001 that in the first 
nine months of the year the State Property Fund received 
only 30 percent of this sum. This low figure can be ex- 
plained in part by a moratorium that the government im- 
posed on the privatization of several oblenergos (oblast energy 
distributing companies) and also by the fact that the gov- 
ernment postponed until 2002 the privatization of the ma- 
jor assets of Ukrtelecom, the state telecommunications 
company. 

Many planned privatizations did not take place because 
of the absence of buyers, as was the case with the Nikopol 
Pipe Plant and the Makeevka Machinery Plant. After nearly 
every privatization of a key enterprise that does take place, 
the buyers sue the State Property Fund for unlawful actions 
during the privatization process. This was the case with the 
Zaporizhya Aluminium Combinate, Baltsem, Rivneazot, and 
the Hartsyzky Pipe Plant. The bases for the suits are un- 
equal access to information for competitors, arbitrary treat- 
ment of competitors, and unfair procedures of the contest. 
Problems in the sphere of privatization are caused by the 
strength of lobbying groups and the corresponding vulner- 
ability of the State Property Fund; vague criteria for the 
valuation of assets; the State Property Fund’s lack of trans- 
parency; and fallout from previous privatization scandals, 
which scares potential investors both from Ukraine and 
abroad. 

The Cabinet of Ministers predicts that the state will 
receive 5.8 billion hryvnyas ($1.1 billion) from privatization 
in 2002. The government can reach this sum if it success- 
fully privatizes Ukrtelecom, several oblenergos, and a num- 
ber of enterprises that were not privatized in 2001. 

Although Parliament adopted in the summer of 
2001several documents on the regulation of local, profit, 
and value-added taxes, the tax system remains inefficient. 
The major problems plaguing the tax system are high 
compliance costs, high tax rates combined with short taxa- 
tion periods, and ad hoc bylaws that make taxation still 
more complicated and unpredictable. Owing to these fac- 
tors, the tax administration, which answers directly to 
the president, has become a means of exerting political 
pressure. It is capable of harassing any legal or physical 
person for an alleged violation of one of more than 500 
tax laws or bylaws. 

The tax code, which passed its first reading in Parlia- 
ment in July 2000 and its second in December 2001, still 
has many drawbacks, especially concerning taxation of small 
businesses and the administration of taxes. Nevertheless, 
the code cuts the value-added tax from 20 percent to 17 
percent and the profit tax from 30 percent to 25 percent. It 
also reduces the number of taxes, especially redundant local 
taxes. Final adoption of the code is likely to take place after 
the 2002 parliamentary elections. 


In November 2001, Parliament approved the first read- 
ing of a law that would allow the tax administration to 
check the origin of the income of any public official who 
purchases luxury goods worth more than 11,800 hryvnyas 
($2,270).The Cabinet of Ministers also proposes to check 
the origin of the income of any citizen who makes pur- 
chases worth more than 10,000 hryvnyas ($1,900). Along 
with fighting underground incomes, the proposed law may 
be used as a tool to compromise political opponents. 

Similar logic pertains to the Law on Fighting Money 
Laundering, which passed its first reading in November 2001 
following pressure by the intergovernmental Financial Ac- 
tion Task Force on Money Laundering. The law stipulates 
that any sum of money greater than 20,000 euros, or cash 
transaction greater than 10,000 euros, must be investigated 
for possible money laundering. 

Ukraine’s banking system has two tiers. The inde- 
pendent National Bank of Ukraine is the central bank, 
functioning according to the 1999 Law On the National 
Bank of Ukraine. The NBU has been one of the most 
reform-oriented power bodies. However, the council of 
the NBU, which is made up of parliamentary deputies 
and government officials, has broad authority over credit 
and financial policies and could undermine the NBU’s 
independence. In August 2001, the NBU reported that 
its total assets were 47 billion hryvnyas (or more than 
$8.5 billion). 

Commercial banks are considered to be weak and sub- 
ject to influence by political actors. By official count, Ukraine 
had 191 commercial banks as of September 2001, 31 of 
which had foreign capital. The capital of major Ukrainian 
banks totals only slightly more than $1 billion, and the 
population’s trust in the banking system remains low. This 
trend has been aggravated by the bankruptcy of one of the 
biggest state-owned banks, Ukraine Bank, which failed be- 
cause of its investments in projects that were not economi- 
cally viable but were favored by government officials or 
industrial or agrarian lobbyists. 

High interest rates, ranging from 12 percent to 20 per- 
cent annually on hard currency loans and 30 percent to 35 
percent annually on hryvnya loans, prohibit wide employ- 
ment of bank credit. On February 21, 2000, the govern- 
ment floated the currency. As a result, the hryvnya was 
devalued, but it stabilized by May 2000 and stayed stable 
through the end of 2001. As of November 2001, the ex- 
change rate was hryvnyas 5.25/$1. 

Ukraine has traditionally relied on the IMF for emer- 
gency funds and financing of its budget deficit. At $2.7 
billion, Ukraine’s debt to the IMF makes up one-fifth of its 
total foreign debt. In 1999, the IMF suspended disburse- 
ment of funds under Ukraine’s Extended Fund Facility 
(EFF) program. After a series of negotiations between the 
IME and the Yushchenko and Kinakh governments, in Sep- 
tember 2001 the IMF agreed to complete the EFF pro- 
gram on the condition that the Ukrainian government would 
raise energy prices for consumers. 
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The government has achieved some successes in its 
microeconomic policies. The government, for example, in- 
troduced international accounting standards in 2001. At 
the same time, though, tax administration has excessive 
powers over businesses and enterprises, including the right 
to seize the bank accounts of firms that are in debt. In re- 
cent years, this mechanism has been used to collect 30 per- 
cent of all tax revenues. 

On June 28, 1999, President Kuchma issued a decree 
allowing small businesses to pay fixed taxes of $4 to $40 per 
month, depending on the type of business, instead of all 
other taxes. Many businesses signed up for this tax scheme, 
which resulted in an increase in local government revenues 
since the new tax was earmarked for local bodies. 

The government did not introduce any significant price 
liberalizations in 2000 and 2001. However, most consumer 
prices are already liberalized (with some exceptions such as 
energy prices). The government continues to subsidize rents 
and utilities for people with low incomes who apply for these 
subsidies. 

According to the Ministry of Economics, Ukraine’s 
trade increased by 12.4 percent in the first half of 2001 
compared to the first half of 2000. Investments in key as- 
sets amounted to 17.5 billion hryvnyas ($3.4 billion) in the 
first nine months of 2001, a 25.4 percent increase over the 
same period a year earlier. Cumulative foreign direct invest- 
ment reached a modest $4.1 billion in 2001, up from $3.6 
billion in July 2000. The main obstacle to greater invest- 
ment is the Ukrainian tax system. 

Since many oblenergos have been privatized, Ukraine’s 
energy sector is becoming increasingly developed, reliable, 
and predictable. Although the country’s energy sector re- 
mains highly dependent on Russia, it underwent significant 
changes in 2001. In August, Ukraine and Russia signed an 
agreement on the reintegration of their energy systems. 
Under the agreement, eastern regions of Ukraine will re- 
ceive electricity from Russia at low prices. The two coun- 
tries also settled the longstanding issue of Ukraine’s gas debts 
to Russia. The countries agreed on the interest rate at which 
Ukraine will repay its debt within 12 years. Further coop- 
eration in the energy field was also assured. 

In terms of judicial protection of private property, court 
procedures remain fair but slow. Trials are open to the pub- 
lic, although there are no aggregate statistics on court deci- 
sions. Bankruptcy procedures are inefficient as a means of 
enforcing property rights because the process is usually slow 
and effective indexation against inflation is absent. 

There were some positive developments in 2001 con- 
cerning the protection of intellectual property rights. In 
July, Parliament adopted important changes to the Law on 
Author’s Rights and Related Rights. In September, Ukraine 
joined the UN Treaty of Intellectual Property on Author’s 
Rights. Nevertheless, protection of intellectual property 
rights remains weak. Under U.S. pressure, Ukraine at- 
tempted in November 2001 to adopt a law protecting the 
property rights of audio and video producers. However, 
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the Law on Peculiarities of Production, Export, and Im- 
port of Discs for Laser Reading Systems was adopted in its 
first reading and then rejected in its second. The Cabinet of 
Ministers put forward another bill that similarly was adopted 
in its first reading and rejected in its second. 

In turn, the United States imposed sanctions worth 
$75 million and threatened to increase the impact of the 
sanctions to $400 million. Local experts are concerned, 
however, that compliance with the U.S. demands will un- 
dermine a key component of Ukraine’s technology sec- 
tor: CD production. Moreover, the experiences of several 
Central European countries suggest that strict licensing 
and expensive permits do little to curb piracy. Meanwhile, 
the Ukrainian government is trying to curb piracy through 
the use of administrative procedures, having introduced 
in December 2001 licensing for the production and sale 
of CDs. 

In the first six months of 2001, Ukraine’s population 
fell by 206,600 people, or 0.4 percent. The Demographic 
Department of the Secretariat of the United Nations pre- 
dicts that Ukraine’s population will fall by six million people 
over the next 15 years. A major reason for the decline is 
Ukraine’s falling birthrate. However, for the first time since 
independence, birthrates were positive in 2001 in Kyiv and 
several major industrial regions. The life expectancy in 
Ukraine is 63.0 years for men and 73.7 for women. In terms 
of per capita health care expenditures, Ukraine ranks 111th 
out of 191 countries and eighth among the member coun- 
tries of the Commonwealth of Independent States. 

In the first seven months of 2001, real wages in Ukraine 
grew by 16.7 percent compared with the same period in 
the previous year. The average real wage is about $60 per 
month. According to official statistics, arrears for wages and 
other social payments (including pensions and scholarships) 
fell by 2 billion hryvnyas ($380 million) in 2001 to equal 
2.9 billion hryvnyas ($545 million) in early 2002. Of these, 
wage debts in the state sector equal about 1 billion hryvnyas 
($190 million). 

The official unemployment rate declined to 3.7 per- 
cent in September 2001 from 4.2 percent a year earlier, 


according to the Ministry of Social Policy and Labor. How- 
ever, local job centers say that the true unemployment rate 
is around 11 percent and, if those who have given up look- 
ing for work are included, the figure rises to about 25 
percent of the population. Women make up around 64 
percent of the unemployed, and those under 28 years old, 
24 percent. 

During the past seven years, the number of pensioners 
has increased by 1.5 million people to 14.5 million. Only 
28 million people are of working age. In 2001, the govern- 
ment paid its pension arrears from previous years and the 
average real pension grew by 3.3 percent. Nevertheless, 85 
percent of pensioners have incomes that are below the pov- 
erty level. The average pension payment in August 2001 
was only 106 hryvnyas ($20) per month. 

Many pensioners must work in order to survive. There 
is no connection between the pension benefit and either 
length of employment or payments into the system. Only 
salary for the last two years of employment is taken into 
consideration. At the same time, the Pension Fund takes 32 
percent of the salary payments of enterprises, which in turn 
slows the development of Ukrainian industry. In addition, 
the Pension Fund assesses duties on salaries, purchases of 
foreign currency and mobile phones, real estate transactions, 
and other items. 

In 2000 and 2001, President Kuchma, Parliament, and 
the Cabinet of Ministers attempted to reform the ineffi- 
cient pension system. Two draft laws, the Law on the State 
System of Pension Insurance and the Law on the Non-State 
System of Pension Insurance, that passed their first read- 
ings in Parliament in November would create a three-level 
pension system (solidary, accumulative, and accumulative- 
voluntary) and raise the retirement age to 65 years for men 
and 60 years for women. 
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